The 'watch dog' role of the media, the impact of migration processes, health care access for children in developing countries, mitigation of the effects of Global Warming are typical examples of governance issues -issues to be tackled at the base; issues to be solved by creating and implementing effective policy.
1.

Introduction
Households face the risk that they are not able to fulfil the (basic) needs of their members, today as well as tomorrow. To prevent this risk from materializing, households set aside part of their current resources to finance future consumption in the form of savings or insurance. Additionally, when it becomes clear that income will not suffice, households can seek alternative funding. When these measures are effective, households are able to maintain a particular welfare level, even when (expected) income falls short.
The ability of households to smooth consumption over time thus reflects a key dimension of well being. Although the underlying smoothing mechanisms are similar, the ways in which households smooth consumption are highly context dependent, i.e. on the particular institutional, social and economic context they live in.
Households in transition economies face a wide range of risks and shocks similar to those experienced by households all over the world.
1 At the same time, the drastic structural changes taking place in transition economies form an additional source of risk; the transition from a centrally planned to a market economy has been accompanied by macro-economic instability such as high inflation, real wage declines, unemployment, financial and economic crises thereby shaping a highly uncertain environment for households in transition economies. In spite of this, Russian households are able to partially smooth consumption when they are hit by such shocks (Notten & Crombrugghe de, 2006; Skoufias, 2003) . But how do these households smooth consumption? Strategies that worked during Soviet times may or may not work anymore while the changing structures in the economy may provide new, perhaps market-based, smoothing opportunities. In this paper, we want to explore how Russian households smooth consumption.
To guide our analysis we propose a conceptual framework to analyze households' consumption smoothing strategies. Central in this framework is a typology of consumption smoothing strategies which is based on what actions households may take to smooth consumption. Then, we relate these smoothing strategies to possible institutional smoothing partners and the assets that may be required to follow a particular smoothing strategy. We apply this framework to Russia and empirically explore rich survey data to find out what Russian household do at a given point in time and how these actions may contribute to consumption smoothing. We focus on the 2003 survey to analyze a broad range of indicators on smoothing actions. We also investigate whether the observed patterns differ by levels of wealth and rural or urban areas.
By focusing on the household as the central institution to manage risks, the conceptual framework offers an alternative way to analyze and interpret existing survey data without a priori restricting the scope of the analysis to a particular smoothing mechanism or smoothing channel. The results can be used to formulate hypotheses on household smoothing behaviour and to delineate the features of an analysis beyond the exploration offered in this paper; it provides information about which smoothing channels are worth further investigating and which linkages have to be taken into account in a country/community (or not). Moreover, the conceptual framework guides thinking about the role, scope and type of government interventions and possible feedback effects to other smoothing channels.
This paper is structured as follows; in section 0 we set out our conceptual framework and in section 0 we explain the selection and characteristics of the household sample from the Russia Longitudinal Monitoring Survey (RLMS) and point out in what way the range of selected smoothing indicators are linked to the conceptual framework. Section 0 analyses the smoothing indicators; it sketches a picture of how Russian households smooth consumption, using which smoothing channels. Section 0 concludes with a summary of the main findings and hypotheses and discusses the relevance of followed research approach.
2.
Conceptual framework
Being able to smooth consumption reflects an important dimension of well-being as it reflects people' s capacity to satisfy their (basic) needs today as well as tomorrow, despite the existence of risks and the occurrence of shocks. Studies analyzing the relation between income and consumption show that, over time, household consumption is considerably smoother than income; a reduction (increase) in household income is not accompanied by a similarly large decline (increase) in consumption. Although there is considerable evidence that consumption smoothing takes place in both developed and developing countries, the economic literature also shows that the actual smoothing mechanisms employed can be very context specific, especially in developing economies.
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Mechanisms that work for one group, country or region do not work for others or are not accessible. Moreover, households may use various smoothing mechanisms that complement each other. It is important to better understand how households smooth consumption, not only for academic purposes but also for governments that wish to improve the capacities of their citizens to manage risks.
In this section we develop a conceptual framework which guides the exploration of potential smoothing mechanisms but that does not restrict the particular forms they may take in various environments. Central in the framework is a typology of consumption smoothing strategies, with each strategy depicting a different smoothing mechanism.
Subsequently, we define a range of institutional counterparts and assets that can be used to follow a particular smoothing strategy. The combination of a smoothing strategy, institutional counterpart and required assets reflects a specific smoothing channel. We take the perspective of the household as point of departure as the household reflects the first risk sharing level for individuals in many societies, including our case-study Russia. 2 The economic literature typically analyzes consumption smoothing behaviour following two approaches; the first approach models household behaviour using a permanent income model or risk-sharing model and focuses on the overall smoothness of consumption vis-à-vis income flows (see (Deaton, 1992) for an overview). The second approach models and tests particular consumption smoothing mechanisms for specific groups of households or regions (Alessi & Lusardi, 1997; Dercon, 1998; Dubois, Jullien, & Magnac, December 2006; Hoogeveen, 2001; Kochar, 2004; Ligon, 1998; Rosenzweig, 1988; Rosenzweig & Wolpin, 1993; Udry, 1994 Udry, , 1995 . 
Accumulation of physical capital
Physical assets can be sold to finance consumption but they also contribute current consumption and/or can be used as physical collateral for a loan or credit.
Seek insurance
Insurance mitigates the impact of shocks by providing resources to finance consumption when a particular contingency occurs.
Ex post -create alternative funding sources when current income is insufficient (coping strategies)
Adjust income generating activities
Generate additional income to finance consumption Seek loans or credit Loans or credits finance consumption.
Seek transfers Transfers finance consumption.
The analysis assumes a one generation -one period world. In this world, wealth is not accumulated across generations; any existing wealth has been accumulated by the household itself. Each household has to produce for itself, exchange its home production for goods (or money) or sell its labour on a labour market (or a combination of all of this). In this world, households face the risk of not being able to cover their basic needs.
In order to reduce the impact of this risk, households may follow a combination of different consumption smoothing strategies (Table 1) . We distinguish six strategies or actions that can be grouped under two broader categories; ex ante strategies and ex post strategies. Each strategy reflects a distinct smoothing mechanism. The ex ante or mitigating strategies create alternative funding sources in case future income falls short of what is expected. These strategies imply that part of current income is reserved for future contingencies. We distinguish between financial and physical capital accumulation because physical capital may additionally contribute to current consumption (if durable) and can also function as collateral for using other smoothing mechanisms (i.e. getting a loan). Insurance, on the other hand, only provides funding when a particular contingency materializes. The ex post or coping strategies are employed to create alternative funding sources after it becomes clear that current income is not sufficient to satisfy basic needs.
We distinguish three different mechanisms; additional income generating activities (i.e.
increase labour supply, home production or the selling of home produced goods), seeking credit/loans or seeking transfers.
To follow a particular consumption smoothing strategy, households may use different institutions. Take for instance the borrowing strategy; households can borrow funds from financials institutions, informal money lenders, family and friends or by buying products on credit. A particularly useful concept for thinking about consumption smoothing strategies and the possible smoothing partners of households is the Welfare Pentagon (C.
Neubourg de, 2002) . The Welfare Pentagon represents the five core institutions that households may use to satisfy current and future needs in a given society: family, markets, social networks, membership institutions and public authorities ( Figure 1 ).
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Even though historical and geographical appearances differ, these institutions are found in all societies across time and locations. The relevance of each institution and the exchange relations between households and these institutions may differ by society.
Households use these institutions to generate income but also to smooth consumption; labour markets, product markets and capital markets allow households to trade and exchange in order to secure resources to satisfy the main needs at a certain moment. On the labour market households exchange effort against a (future) wage; on product markets households trade effort against a (future) profit; on the capital market households trade income against future income by investments, savings, insurances, borrowings and the like. Families, social networks and membership institutions address the risk of not being able to satisfy basic needs by means of various (and different) mechanisms of solidarity.
Membership institutions are institutions of which individuals can become a member and from which they can resign. Examples of such institutions are unions, mutual insurance companies, co-operatives, neighbourhood associations or saving and credit societies.
3 The Welfare Pentagon is a central and distinctive element in the 'Social Risk Management' approach as developed by Chris de Neubourg (C. Neubourg de, 2002; C. Neubourg de & Weigand, 2000) . The Social Risk Management framework is formulated to analyze the role and scope of public interventions and foremost, but not exclusively, that of public social protection policies. Although there are some differences, the Social Protection Unit of the World Bank uses a similar framework (Holzman & Jorgensen, February 2000) . The innovative aspect of both approaches is that it provides both a rationale for, as well as a tool to think about ex post and ex ante public measures to deal with risks in society.
Public authorities can assist households directly by means of public social protection (pension schemes, child benefits, unemployment insurance) but also indirectly by enforcing contracts through a judicial system, introducing legislation aimed at correcting market failures (such as minimum reserve requirements for banks). However, the household can also internalize income generating activities and consumption smoothing by self-sufficient home production, accumulating physical assets or holding cash savings.
Figure 1: Welfare Pentagon
Source: (C. Neubourg de, 2002) In addition to time or effort, following a specific consumption smoothing strategy typically also requires some kind of asset. Assets can be financial (cash, money on a bank account, stocks), physical (land, house, machines, jewellery), human (education, skills), social (family ties, acquaintances) or collective (citizenship, contribution record).
Combining the typology of consumption smoothing strategies in Table 1 with the institutions in the Welfare pentagon and the notion that each consumption-smoothing channel requires some kind of input or investment, we obtain the possible consumption smoothing channels as sketched in Table 2 . For instance, households can buy an insurance against certain risks on financial markets using part of their financial assets to pay the insurance premium. Alternatively, households can be insured for certain risks by public authorities through paying taxes or social insurance contributions or simply because they are a citizen. On the other hand, they can rely on social networks or family to compensate them after a shock occurs.
Depending on the characteristics of these arrangements a social input is required (promise of reciprocity, ' good' reputation or family relation). Alternatively, households can also adjust their income generating activities i.e. supply more labour, sell more home produced goods and increase home production.
We further assume that households differ in their capacities to produce wealth, in their exposure to risks which endanger the production of wealth and in their degree of risk aversion. Together with the initial wealth distribution, these factors result in households adopting different income generating and consumption smoothing strategies. The differences in the economic activities of households lead to an income distribution and a corresponding consumption distribution. In that distribution, some households are poor in the sense that they have not enough wealth to satisfy their basic needs (according to a pre-set poverty definition). More importantly, differences in the place households take in the income distribution will lead to behavioural differences in terms of consumption smoothing strategies. This will change their place in the income distribution, or alternatively, reinforce it.
Depending on the community or country, some smoothing channels may be more prevalent than others. It is also possible that several institutions are active in providing assistance with the same type of consumption smoothing. This may be because a part of the population does not have access to a particular consumption smoothing channel because it lacks the required assets to establish an exchange relationship with an institutional counterpart. For instance, in the microfinance literature the inability of low Secondly, the framework categorizes a range of actions as potential consumption smoothing strategies but it does not indicate which strategy would be preferable on what grounds. One concern in the development literature is that some households smooth consumption using less efficient and effective channels and are thereby unable to improve their lives (Dercon, 1998; Eswaran & Kotwal, 1989; Rosenzweig, 1988; Rosenzweig & Wolpin, 1993; Zimmerman & Carter, 2003) . Due to a combination of risk aversion and low wealth, households are not willing to take actions which increase the probability that their consumption will ever fall below a certain minimum level. This ' disaster management' leads to different asset accumulation strategies for low and high wealth households, where the latter group is more successful in improving their welfare in the long term. Lack of access or failure of certain consumption smoothing channels, are additional reasons for the existence of a poverty trap. Whether a particular smoothing channel is welfare improving or not, is highly context dependent. In Western Tanzania high wealth farmers accumulate cattle while low wealth farmers engage in low risk-return off farm activities (Dercon, 1998) while in Georgia non-farm activities are seen as a way out of poverty (Kobaladze, November 2002) . Alternatively, in Burkina Faso low wealth individuals invest relative more in buffer assets (grain) than in productive assets (land) (Zimmerman & Carter, 2003) . While the farmers in Tanzania and Burkina Faso can choose to follow either strategy, the rural inhabitants of Georgia indicate that there is no opportunity to engage in non-farm activities. Given this context specificity, we do not attempt to specify a priori a preference ranking of smoothing strategies or channels.
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Finally, certain smoothing channels may be more suited to help manage particular types of shocks or risks than other channels. Some consumption smoothing channels are relatively successful to deal with shocks arising from idiosyncratic risks, but fail when there is an aggregate or covariant shock such as an economic crisis or a natural disaster (Hoogeveen, 2001; McKenzie, 2003; Skoufias, 2003; Udry, 1994) . Moreover, if a household perceives that it is vulnerable to a particular kind of risk, it will adjust its consumption smoothing strategies accordingly. For instance, Indian households with a higher risk of illness or bad health choose to accumulate more liquid and fewer productive assets (Kochar, 2004) and wage arrears induce Russian households who are more vulnerable to that risk to save more (Guariglia & Kim, 2003) . A possible extension of the framework could encompass the inclusion of various types of risks.
Data and methodology
Previous research has shown that Russian households have been capable of partially smoothing their consumption despite suffering from many income shocks during the transition period (Notten & Crombrugghe de, 2006; Skoufias, 2003) . The objective of our empirical analysis is to get an impression of how Russian households currently smooth consumption after more than a decade of structural change. We use the conceptual framework developed in the previous section to select indicators of possible smoothing channels from rich survey data. Subsequently, we explore the prevalence and differential use of consumption smoothing channels by Russian households at a given point in time (2003) . 6 We restrict our focus to a single year because we want to study indicators for a want to study differences in the use of smoothing channels for different levels of wealth.
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10 As explained before, depending on the level of wealth, households may follow different smoothing strategies using different channels. To approximate the wealth of a 6 After the 1998 financial and economic crisis Russia experienced a period of sustained economic recovery combined with ongoing structural reforms. Smoothing behaviour of households in times of large aggregate shocks (and the outcome in terms of consumption smoothness) can be very different from behaviour in more stable periods (Hoogeveen, 2001; McKenzie, 2003; Skoufias, 2003; Udry, 1994) . 7 Such analysis is beyond the scope of this paper. 8 Detailed information on the RLMS project is provided on the following website: http://www.cpc.unc.edu/projects/rlms/home.html. 9 The RLMS does not have post-stratification weights for its panel dimension. In Gassmann and Notten (2006) we compare the characteristics of the cross-sections with the five year balanced panel (2000) (2001) (2002) (2003) (2004) and find a number of differences. Urban households (especially from Moscow and St Petersburg), are underrepresented in the panel. Households with children are somewhat overrepresented while there are fewer single person households in the panel sample. Average income and expenditures are somewhat lower in the panel. Despite the level effects (i.e. poverty rates are somewhat higher in the panel) we find that both samples reflect the same trends (time) and similar differences between subgroups of the population (ruralurban and by expenditures). This is in line with the findings of an earlier attrition study of the RLMS by Heeringa (1997 Note: 1 We obtained the distribution as follows. First, we divided households' annual expenditures by its household specific poverty line to adjust for demographic differences between households and differences between regional price levels. Subsequently, we averaged households' equivalent annual expenditures over the period [2000] [2001] [2002] [2003] . Finally, we divided the resulting household distribution in 5 equally sized quantiles. Source: Own calculations RLMS Table 3 lists some characteristics of this distribution. Clearly, the distribution is very dense at low expenditure levels; only the fifth quintile has considerably higher expenditures (on average more than six times the value of the poverty line). Quite a number of households were living in the vicinity of the absolute poverty line from 2000-2003; average expenditures in the lowest quintile are about 1 and that of the second quintile is 1.7. 12 The group of households in the lowest quintile can be considered as chronically poor according to a common definition of chronic poverty (having average 11 We use the absolute poverty lines provided in the RLMS data. These household specific poverty lines are adjusted for the size and composition of the household and valued at regional price levels. We further use the expenditure and income variables as constructed by the RLMS which include the value of home produced (and consumed) goods (http://www.cpc.unc.edu/projects/rlms/home.html).
expenditures below the poverty line over a given period). But with a somewhat higher subsistence level, that label could even be applied to many households in the second quintile. Table 4 further summarizes characteristics of the households for the whole sample, by rural 13 and urban settlement area and by average expenditure quintiles. A large part of Russian households live in urban areas (62%) and those households are more likely to be found in the higher regions of the average expenditure distribution. consumption smoothing strategy that is followed, but do not provide sufficient information about the institutional counterpart or the required assets. For instance, as indicators for the ' seek loans or credit' strategy we use a set of variables indicating whether a household has debt and whether it made loan repayments but we do not know which institution provided the loan. Similarly, we know about a range of physical assets owned by a household but we do not know whether any of these were used as collateral for obtaining the loan. However, for many indicators we can identify the institutional counterpart or at least argue which institution is the most likely the counterpart. When a household mentions it provided a loan or reported having received repayments from loans, we know that this household is involved in the provision of loans, most likely to other households. Or alternatively, if a household reported having saved money for interest it is likely to have saved using a financial market institution. Finally, the RLMS contains quite a lot of information on the giving and receipt of gifts but the information is insufficient to classify particular gifts either as insurance or transfer seeking strategies. As can be seen in Table 5 , there are indicators for every smoothing strategy and in many cases part of the consumption smoothing channel can also be identified. We also included an indicator for the consumption smoothing ability of households indicating the selfestimated survival period of the household in case it would lose all sources of income.
In our conceptual framework we distinguish between income generating activities and consumption smoothing activities but we also include the adjustment of income generating activities as one of the ex post coping strategies. The 2003 RLMS questionnaires did not include any specific shock response questions, which makes it difficult to distinguish between normal income generating activities and post shock adjustments in those activities. Given this difficulty, we also included a range of indicators on income generating activities (Table 6) in addition to the shock adjustment indicators ( Table 5) . As indicators for post-shock adjustments we constructed a variable indicating whether at least one household member had a second or third job and similarly for having an informal job. These variables can be interpreted as second-best responses to unemployment, underemployment and other problems with income generating activities (wage arrears, forced leave, non-cash wage payments, unsuccessful home production etc.). As these activities also include informal entrepreneurial activities (providing services, selling home produced foodstuffs) the institutional counterparts can be labour and goods markets. Table 6 displays a range of income generating activities distinguishing between home production, labour supply and entrepreneurial activities. We further discuss the interpretation and limitations of the indicators in the next section. gives an indication of the prevalence of certain consumption smoothing channels as well as the differential use of these channels by various groups of households (we distinguish between wealth quintiles and rural/urban settlement area). A particular interest for the context of Russia is to explore the extent to which households use markets to smooth consumption. Thus, the output of this paper does not consist of proving the existence, functioning and motivations for these consumption smoothing channels but it yields interesting and relevant hypotheses on how households smooth consumption in Russia.
Testing these hypotheses requires more theoretical and empirical work and we discuss some of these options for further research.
This section first discusses households' perceptions on their smoothing abilities, followed by the analysis of the indicators for ex ante and ex post consumption smoothing strategies, and is concluded by viewing some indicators on income generating activities.
Perceived ability of consumption smoothing
We start with an impression of households' self-estimated consumption smoothing abilities ( Table 7 ). The respondent of the household questionnaire was asked to estimate the period that the household could survive without income; 83% of the Russian households expect they could only survive less than a month if they would lose all income sources. The results of the Wald test suggest that households in rural areas and households in higher average expenditure quintiles estimate having longer periods of survival without income. We will discuss below that these two groups of households are likely to use different smoothing mechanisms and channels. The case that was sketched to the respondents is extreme but it nevertheless shows that, unless alternative income sources are found, the time horizon of consumption smoothing opportunities for Russian households is limited to months rather than years. 
Ex ante consumption smoothing strategies: asset accumulation and insurance
After a decade of severe macro-economic instability, the new millennium brought Russia a period of stable growth which was also transmitted into sustained improvements in living standards. The poverty rate, peaking at 34% in 1998, declined strongly to 12% in 2003 (Notten & Crombrugghe de, 2006) . As noted in Table 4 , household income and consumption increased considerably during this period. In such good times, it makes sense to use part of this extra income to re-build capital stocks or to arrange insurance.
We look for evidence of these strategies and their corresponding channels using a snapshot of this period (4 th quarter 2003). Table 8 to Table 12 display the results for the indicators of ex ante smoothing channels.
Surprisingly however, only 13% of Russian households reported to have saved any money in the month prior to the survey (Table 8 ). There is virtually no investment in more sophisticated financial products such as stocks and shares; few households report buying such products or receive income from them. The percentage of saving households is higher in urban areas and increases as average expenditures increase; 4% of the households in the lowest quintile save as compared to 18% in the 4 th and 5 th quintiles.
Unfortunately, the information on savings does not unambiguously reveal whether households save using financial markets or store cash in their homes. However, few households get interest payments for their savings (less than 3%) which suggests that still a large part of household savings are in cash and may be deposited under the mattress instead of on a bank account. Buying an insurance product from a financial market institute is also not very popular; less than 5% of the households report to have spent .01
Note: 1 Wald test on difference means urban-rural and average expenditure quintiles (controlling for clustering effects): not significant (ns), significant at 10% (.1), significant at 5% (.05) and significant at 1% (.01).
2 The full sample consists of 2,718 households. The number of observations in this column can be different due to missing information in the questionnaire and / or because the information is only applicable to a sub-sample of the households. Source: Own calculations RLMS Note: 1 Wald test on difference means urban-rural and average expenditure quintiles (controlling for clustering effects): not significant (ns), significant at 10% (.1), significant at 5% (.05) and significant at 1% (.01).
2 The full sample consists of 2,718 households. The number of observations in this column can be different due to missing information in the questionnaire and / or because the information is only applicable to a sub-sample of the households.
3 Land owned by family. 4 Only urban and semi-urban settlement areas (semi-urban is categorized under rural). Source: Own calculations RLMS money on insurance premiums (Table 10) . 15 (Fuchs, 2002; OECD, 2001a OECD, , 2001b OECD, , 2002 . Comparison with other countries shows that the Russian banking system is small by regional standards and underdeveloped compared to countries with similar per capita income. The lack of credit and deposit insurance has the consequence that banks are hesitant to provide credits to a wide variety of enterprises while households do not trust banks to manage their savings appropriately. 17 Using the cross-section of round 8 (1998) of RLMS we find that about 10% of the household reported to have lost a large part (on average 82%) of their savings. 18 Guariglia and Kim (2003) and Foley and Pyle (September 2005) analyze household savings in Russia incorporating expenditures on durable goods as savings. 19 These durable goods are typically rather old; the average age of a car, fridge, freezer, washing machine is above 10 years old. 20 Unfortunately this question includes both physical (jewellery) and financial assets (currency and savings).
Physical assets such as a house or land may be used as physical collateral or as a source of income (rent). The majority of households own their residence but low wealth households are somewhat more likely to rent a residence as opposed to owning it (Table   9 ). However, even when real estate is privately owned it may be difficult to use a house or apartment as financial collateral for a loan; a World Bank study (October 2003) on the mortgage and the housing market in Russia reports that there are information problems regarding the assessment of the market value of housing and that it is extremely difficult to expropriate a house from its defaulting owner. Land ownership, on the other hand, is high; three quarters of the households own a piece of land. As we will see below, most households use land to produce foodstuffs (including those living in urban areas).
To sum up, most households own a stock of physical assets and expenditures on durable goods have picked up again signalling increased accumulation. However, few households report income from the sale or renting of assets and information problems severely restrict the selling property or the use of it as physical collateral. The information discussed above suggests that there is little evidence that these assets are used as bufferstock strategy or as a means to generate (cash) income. It seems that Russian households use their stock of assets mainly for consumptive and (home) productive purposes. Note: 1 Wald test on difference means urban-rural and average expenditure quintiles (controlling for clustering effects): not significant (ns), significant at 10% (.1), significant at 5% (.05) and significant at 1% (.01).
2 The full sample consists of 2,718 households. The number of observations in this column can be different due to missing information in the questionnaire and / or because the information is only applicable to a sub-sample of the households. Source: Own calculations RLMS 1 Wald test on difference means urban-rural and average expenditure quintiles (controlling for clustering effects): not significant (ns), significant at 10% (.1), significant at 5% (.05) and significant at 1% (.01).
2 The full sample consists of 2,718 households. The number of observations in this column can be different due to missing information in the questionnaire and / or because the information is only applicable to a sub-sample of the households. Source: Own calculations RLMS In their role as a provider (or legislator) of social security programmes, public authorities provide insurance against the impact of risks such as (insufficient income at) old age, unemployment or disability. The eligibility and benefit levels of such programmes are contingent on citizenship and/or contributions history. Social security in Russia means first and foremost pensions; 59% of the households receive some kind of pension and, in recipient households, pensions make up on average half of total household income (Table   11) . 21 Receipt of an old age pension 22 is most prevalent, followed by a disability pension.
Interestingly, the incidence of pensions does not differ much across the population, except for the lowest wealth quintile; this group of households is less likely to receive an old age pension but considerably more likely to receive a disability pension (24% as compared to a population average of 17%). The receipt of unemployment benefits and its contribution to total income is very low.
Coverage of the (old age) pension system is very high; nearly every household has adults reporting that they are building up (or built up) pension rights at the Federal fund. About 17% of the households have adult members that are also contributing to a private pension fund 23 . However, these percentages a much lower for households in rural areas and in lower wealth quintiles. Thus, the old age pension system in Russia plays an important role in terms of benefit incidence (many households benefit), size of benefit (benefit is high share of income) and coverage (virtually all citizens are insured). As for the adequacy of pensions, the benefit does not guarantee a living standard above the poverty line 24 but pensioners and households with pensioners are considerably less likely to be poor as compared to the rest of the population (MGSoG, 2006) . Together, with the results discussed in Table 12 and Table 13 , we hypothesize that these relatively generous old age 21 The share of pension income may be overestimated because other income sources are more likely to be underreported (MGSoG, 2006) . 22 In Russia, men above the age of 60 are entitled to an old age pension (for women above age 55). In addition in certain professions (military, mining) workers can retire at the age of 45 or after had a particular length of service (IAAC, October 2006; MGSoG, 2006) . 23 Since 1998, workers can also contribute to a Private Fund by means of a notional individual account system (Kazianga, 2006) . 24 High risk (old age) pension beneficiaries are single pensioners and pensioners living in large (extended) families.
pensions induce a specific inter-generational consumption smoothing channel whereby elderly family members assist their offspring.
Ex post consumption smoothing strategies: transfers, credit and adjustment in income generating activities
In times of trouble, households can also rely on their family and (broader) social networks such as relatives, friends or others. Depending on the motives and nature of such exchanges, they could be labelled as insurance or transfer smoothing mechanisms.
When arrangements are reciprocal or involve risk-sharing they can be classified as insurance. Arrangements based on altruistic motives may be characterized as transfers.
The RLMS does not provide much insight into the nature of such arrangements but it includes a range of variables on gifts received and given by households. We use these indicators to explore the existence of such solidarity based networks, including indicators for the direction of gift giving/receiving and its relative importance (Table 12) .
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A first observation is that the exchange of gifts is rather popular in Russia; 47% of the households give gifts or receive them. What is very interesting is that households are generally either receiving gifts or giving them to others. This observation supports the interpretation of gifts as a consumption smoothing mechanism between households.
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Also in favour of this hypothesis is the proportionality in incidence rates of giving / receiving as well as in the relative magnitude of the gifts; 28% of the households reported giving gifts while 28% reported receiving them. The average value of the given gifts is 24% of total household income while the income share of a received gift represents on average 22%. Thus, at a given point in time, Russian households are either giving or receiving considerable gifts on a regular basis. Furthermore, most gifts occur within family relations and the direction of flows goes from older generations to younger ones.
Additionally, 31% of the gifts are given to other people while 13% of the received gifts come from friends and 7% from former employers. The exchange of gifts seems to be a relevant and popular smoothing strategy in Russia, especially within families.
There are however some differences between population groups suggesting that not everyone is equally likely to make use of this smoothing mechanism. Urban households are more likely to be involved in exchanging gifts (both giving and receiving), suggesting that this smoothing channel is more important for urban areas. Nevertheless, when rural households give, the value of this gift constitutes a higher share of income. Higher wealth households give more often gifts but they are equally likely to receive them. But, even though lower wealth households give less often gifts, those in the lowest wealth quintile are not more likely to receive gifts. Moreover, the income shares of received gifts are similar for all subgroups implying that the absolute value of the gift increases with wealth. Gifts do not go more often towards those who are (supposedly) more in need. 27 Explanations could be that lower wealth households have fewer social assets which prevent them to use family and social networks to smooth consumption, or alternatively, the smoothing counterparts of such households themselves have fewer means to assist those households (or a combination thereof). Note:
1 The full sample consists of 2,718 households. The number of observations in this column can be different due to missing information in the questionnaire and / or because the information is only applicable to a sub-sample of the households.
2 An elderly household member is a person whose age is above the official retirement age (55 for women and 60 for men).
3 Wald test on difference means household types (controlling for clustering effects): not significant (ns), significant at 10% (.1), significant at 5% (.05) and significant at 1% (.01). Source: Own calculations RLMS
The discussed results suggest that gift exchange as a means to smooth consumption is a promising area for further research. Moreover, the prevalence and direction of intergenerational gifts combined with the importance of (old age) pensions, yields another interesting hypothesis: the relatively generous old age pensions give rise to an intergenerational risk-sharing in which elderly assist their children and grand children. In other words, there a re-redistribution taking place from public authorities via elderly citizens to their younger family members.
We explore the potential relevance of this hypothesis by decomposing the panel in four (mutually exclusive) household types; single elderly households (16%), elderly couples (10%), other households with elderly members (22.4%) and households with no elderly members (51.5%). 28 In the first part of Table 13 we can see that pension income forms the most important source of income for single pensioners and pensioner couples. These groups are also considerably less likely to be poor. 29 Other households with elderly members form an ' in between case' where both pensions as well as wage income form important shares of total income. Such households have an above average poverty risk.
We expect that intergenerational redistribution may occur either by lending and borrowing or through gifts. However, the incidence of borrowing/lending activities for elderly households is significantly lower than that of non-elderly households. But once elderly households are involved, single elderly and elderly couple households are more likely to be net lenders. 30 Further, elderly households give more often gifts but there are large differences between elderly households. Only elderly couples give more often gifts than the average population. In terms of receiving gifts, especially elderly couples and other elderly households are less likely to get gifts. The results in Table 13 are 28 A household member is considered to be elderly once it has reached the legal retirement age; 55 for women and 60 for men. 29 We also calculated household poverty rates using household expenditures as a welfare indicator and the RLMS household specific poverty lines (2003) as thresholds. 30 In studying household budget data from Latvia, Gassmann (2000) also finds that elderly individuals are less likely to borrow or have debt. 1 Wald test on difference means urban-rural and average expenditure quintiles (controlling for clustering effects): not significant (ns), significant at 10% (.1), significant at 5% (.05) and significant at 1% (.01).
2 The full sample consists of 2,718 households. The number of observations in this column can be different due to missing information in the questionnaire and / or because the information is only applicable to a sub-sample of the households. Source: Own calculations RLMS consistent with the hypothesis that some kind of intergenerational risk sharing or income pooling takes place, particularly through gift giving. Possibly, such risk-sharing occurs either between related households (from elderly single / elderly couple to other nonelderly households) or within the household (other elderly households). In more profound research such hypotheses on the de direction of intergenerational gifts could be tested using inter and intra-household decision models.
When income is low, or falls short of what is expected, households can also seek transfers from the government. Many countries have a range of benefits that are targeted at low income groups (social assistance). Households are eligible for such benefits if they can prove their income falls below a certain threshold and / or if their characteristics fall within a pre-defined category of eligibility criteria. Alternatively, households may seek other benefits that are not specifically targeted at low income households as income shocks change the opportunity costs of seeking transfers; when income is suddenly reduced, the expected benefit (receiving a transfer) may now outweigh the costs of applying for a benefit (time, travel, costs of obtaining required documents) while this was not the case before. Table 14 summarizes the incidence rates and income shares of a range of benefits; the child and housing benefits are income-tested. The incidence of these benefits is considerable and progressive. Child benefits supplement on average 6% of the income in the lowest wealth quintile and housing benefits 20%. While urban households are more likely to receive housing benefits, rural households receive more often child benefits. While these benefits provide an additional source of income, Notten and Gassmann (2006) show that the poverty reduction effect of child benefits in terms of poverty and chronic poverty is rather low indicating that benefit levels are not adequate in this respect. The incidence rates and income shares of fuel subsidies and stipends are low.
Stipends are somewhat progressive and contribute 8% of household income in the lowest wealth quintile. So, even though these benefits may help households to smooth consumption, they are typically not sufficient to cover basic needs.
Instead of, or in addition to, relying on transfers, households can also take up a loan or use credit. Table 16 shows that about 20% of the households have been borrowing funds and a similar share of the households report to have debt. Even though we do not know if funds are borrowed from a financial market or from other institutions, it can also be seen that households themselves are active providers of loans; 13% of Russian households lend money to others. Thus, even though financial markets may play a role, other smoothing channels for credits and loans co-exist in Russia. Household lending activities may be one channel but Table 16 identifies two other channels; the goods market and the labour market. Not paying bills can be considered as an alternative consumption smoothing strategy closely related to (consumer) credit. If late payments on purchased goods and services do not automatically lead to a discontinuation of the service provided, not paying bills is one strategy that households in need can follow; 20% of the households reports to have unpaid utility bills. Moreover, it seems that employers are also willing to provide loans to their employees; working household members were asked whether they could obtain a loan or credit from their employer. One fifth of Russian households have access to such loans.
Taking up credit or a loan seems to be a popular smoothing strategy in Russia. As with gift exchange, low wealth households are less likely to provide loans but equally likely to receive them. The percentage of low wealth households reporting to have debt and the mean share of debt in monthly expenditures does not differ significantly across our sample of the Russian population. The information also suggests that, depending on their characteristics, households use other smoothing channels. Urban and high wealth households are more likely to have access to loans from employers while especially one third of the households in the lowest wealth quintile have unpaid utility bills.
Finally, when it becomes clear that current income generating activities will yield insufficient income, adjustments in such activities can be made. We have only two indicators for such adjustments; the percentage of households in which at least one household member reports to have an informal job and similarly for household members having a second or third job. We selected these indicators because we expect them to be related to situations of unemployment and under-employment. 31 A quarter of the households reports having household members with an informal job or second/third job.
32
While the incidence of informal jobs is significantly higher for low wealth and rural
households, this appears not to be the case for second/third jobs. Given the prevalence of informal and additional jobs, it may be an interesting ally for further research but from these results it is not clear to what extent these indicators indeed represent post shock smoothing strategies.
Income generating activities
Because it is difficult to distinguish between normal income generating activities and post shock adjustments in those activities in the RLMS, we finally discuss a number of indicators for the type of income generating activities of Russian households.
Additionally, we are further interested in differences in income generating activities between groups of households because such differences may also influence the choice, availability and success of particular smoothing strategies. For instance, not having a job also implies that one cannot get a loan through your employer but it also restricts the possibilities to pursue ex ante smoothing strategies. We selected indicators on wage generation, entrepreneurial activities, home production but also indicators for problems in the processes of income generation. The latter group is interesting because such problems provide insights into (some) sources of income risk and which groups of households are more likely to be confronted with such risks. A higher exposure to shocks is likely to be associated with a higher incidence of ex post smoothing strategies. Taking a long-term 31 Thus, using these variables as indicators for smoothing mechanisms assumes that these income generating activities are second best options. Having an informal job implies that such workers are less likely to be protected by labour legislation and are also less likely to build up a contributions history in public social security programs. This on the one hand, increases the risk of income shocks and at the same time also affects the use of alternative consumption smoothing channels (such as a public social security). Furthermore, having an extra job reflects a situation where a person would want to work more in his/her first job but is not able to, or, the first job pays an inadequate salary. Of course, it is also possible that a person has more than one job because he/she prefers to have one.
perspective, an elevated exposure to shocks may also affect consumption smoothing abilities in general. Table 17 shows that households in the lowest wealth quintile are more likely to have job.
At the same time, low wealth and rural households clearly experience more problems with wage generating activities. Unemployment rates are higher, irrespective of the definition used. 33 The incidence of irregular wage payments, wage arrears and non-cash wages (mainly rural areas) is significantly higher for these households. Working members in such households are less concerned about loosing their job but are, at the same time, more pessimistic about finding another job when the current job is lost.
Starting up a business does not seem to be a realistic alternative; and even if it is tried, the likelihood that the start up of a business fails is much higher in rural areas and among low wealth households. The higher vulnerability of low wealth households to wage shocks may be consistent with post shock adjustments in income generating activities such as taking additional and informal jobs. However, the reverse may also be the case; wage arrears, non-cash and irregular payments are characteristics of informal and additional jobs.
In any case, if wage generating activities are difficult to obtain or if the income from such activities is perceived as risky, households could decide to produce (part of their) needs themselves or, alternatively, sell those goods in return for cash or other goods. In Russia, home production is very popular; 64% of the households that used land to grow their own crops, 26% held livestock and 34% fished or gathered foodstuffs such as mushrooms, nuts and berries (Table 18 ). Although rural households are more often engaged in such activities, home food production is certainly not limited to households living in rural settlement areas; about half of urban households used land to grow their own crops and 33% of the households reported gathering/fishing activities. The value of home produced foods is rather high for rural households (28% of income) but still considerable for urban 33 We use two definitions of unemployment; firstly a ' standard' definition according to which a person is unemployed if he/she wants to find a job and applied for a job in the last month and secondly a ' selfdefined' unemployed if the respondent indicates that he/she is unemployed. The latter definition is more likely to include discouraged jobseekers or underemployed persons and may thus better reflect structural problems in the employability these persons or of (local) labour markets Note: 1 Wald test on difference means urban-rural and average expenditure quintiles (controlling for clustering effects): not significant (ns), significant at 10% (.1), significant at 5% (.05) and significant at 1% (.01).
3 Reference period is a month which can explain why this percentage differs from that of the employment rates. Source: Own calculations RLMS Note: 1 Wald test on difference means urban-rural and average expenditure quintiles (controlling for clustering effects): not significant (ns), significant at 10% (.1), significant at 5% (.05) and significant at 1% (.01).
3 1 Sotka is 100 squared meters. Source: Own calculations RLMS households (8% of income).
34 Table 18 also shows that most of the proceeds from home production are destined to home consumption.
Interestingly, there are no differences in household food production across wealth quintiles; low wealth households do not use this income generating activity more frequently than other households, even though they appear to have more problems with wage-generating activities. If any, low wealth households are more likely to consume the food as opposed to selling it. What explains this popularity of home food production in Russia and why do low wealth households not produce more others? A first reason may simply be that many households have access to land, either in the place they live or by owning a dacha with some land in the rural areas (Table 9) . Cultural aspects such as preferences on leisure activities may also contribute to explaining the popularity of gardening, gathering and fishing activities. 35 However, another (perhaps complementary) explanation can be that, by producing (part of) their own food, households ensure they have some of their basic needs covered even if when their other income generating activities fail. Morduch (1995) argues that households can also smooth consumption by choosing low risk -low return income activities or by holding a portfolio of income generating activities. He calls such activities ' income smoothing' behaviour. The experience of a multitude of shocks (both covariant and idiosyncratic) that has so far characterized the transition process in Russia can be hypothesized as a strong rationale for home food production by Russian households. 36 Whereas in communist times producing your own food provided an insurance against food supply problems it may now function as an insurance against (wage) income risk.
So far, few studies have analyzed the role of household food production in Russia and the evidence from those existing studies is ambiguous. Skoufias (2003) finds little evidence that home food production is used as a response to wage arrears and unemployment while 34 The value of home produced food is also included in the estimate of total household income. 35 Unfortunately not much can be learnt from the RLMS data in this respect. Gassmann (2000) discusses how such activities also form an important component of leisure. 36 During the nineties, the Russian population experienced a range of large aggregate shocks that influenced their level of well-being but also their perception of risk/uncertainty (Michael Lokshin & Ravallion, 2000; World Bank, May 1999 One way of reconciling these findings would be that food production in Russia is used as an income smoothing strategy as opposed to a specific risk/shock response strategy.
This hypothesis can be tested in a number of ways. Firstly, the RLMS data can be used to empirically analyze dynamics between other income sources and 'income' from food production. 37 Secondly, as home food production may be a typical smoothing strategy in transition economies it would be very interesting to study the main conditions under which such a smoothing strategy is preferred by economic agents and whether this could explain such a high prevalence of this strategy in Russia. For instance, one could think of a basic model in which a household has to decide how much time to invest home food production versus another (wage) income generating activity. The decision could be modelled using a production model or a portfolio investment model. Everything else equal, a household will spend more time on home food production in case a) it is more risk averse b) the higher the variance of the wage income generating activity and c) the lower the (expected) return of the wage income generating activity. Moreover, one could introduce an aggregate source of risk that influences the variability of wage earnings but not that of home food production. If the aggregate risk is high, it can be predicted that a large share of households invest more time in food production. From a dynamic perspective, one would expect to see this share decline as the (perceived) aggregate source of risk would decline. The RLMS provides a lot of information to empirically test the predictions of such models but it would also be interesting to apply those models to other (transition) economies. As such this is an area that certainly merits more research. 37 Information on quantities and the monetary value (valued at local market prices) of home production, proceeds from sales are collected in a consistent way during the second wave (1994-currently) . For the years 1994-1996 even (noisy) information on the hours spent on work/gardening is available.
Further research and concluding remarks
In this paper we developed a conceptual framework representing a portfolio of potential consumption smoothing channels and explored empiric evidence of typical smoothing channels used by Russian households in 2003. The picture that emerged is one in which financial markets play a limited role as a smoothing channel, regardless of the smoothing mechanism used (saving, lending, insurance). Instead, households seem to use internal strategies, their family, social networks and the state to smooth consumption through capital accumulation, gift giving, the provision of loans and (pension) benefits. We also find evidence for differential use of smoothing channels of low wealth and rural households and other households. Compared to other groups, low wealth and rural households are less likely to use financial markets as counterpart for their smoothing strategies. Moreover, irrespective of the institutional counterpart, these households are less likely to be involved in borrowing and/or lending activities, save money, accumulate assets and they also have less often access to loans through employers. 'Consumer credit'
through not paying utility bills seems to be an important credit smoothing channel for low wealth households.
The broad scope of the analysis also enabled the formulation of hypotheses on two atypical smoothing channels. Firstly, the relatively generous old age pensions give rise to an inter-generational risk-sharing in which elderly assist their children and grand children. Important channels for the re-redistribution of old age are the contribution of pensions to the income of extended/multiple generation households or the provision of gifts to younger family members in other households. Secondly, Russian households in rural and urban areas en masse produce themselves part of the food they consume and we find no differences in the prevalence of this activity across wealth quintiles. We hypothesize that, as opposed to a specific risk/shock response strategy, home food production in Russia may be used as an (in kind) income smoothing strategy; it represents a strategy that safeguards food consumption in a region where households have experienced a high degree of (aggregate) shocks in the recent past. Further investigations into the role of pensions and home food production therefore represent particularly interesting alleys of further research.
Albeit exploratory, this type of research is relevant for academic and policy purposes.
The way households in transition economies smooth consumption may be different from that of households in developed and developing countries. In the economic literature, the village economy model is often used to analyze household and individual risk sharing activities in rural developing communities but its applicability to a transition economy has not been tested. On the other hand, the ongoing structural development of market institutions in transition economies may warrant the use of permanent income or life cycle type models that are often used to study smoothing behaviour in developed economies. These models may not be appropriate or may have to be adjusted so they can be used for studying consumption smoothing behaviour in transition economies. The conceptual framework and empirical exploratory strategy can be used as tools to obtain an inventory of consumption smoothing channels in a given country or community. The analysis does not prove the existence of smoothing relationships/channels or whether certain actions are ' smoothing motivated' . Nevertheless, the information it provides, indicates which channels are worth further investigating and which linkages have to be taken into account (or not).
In terms of policy relevance, our research offers an alternative way to use existing survey data to obtain a household perspective on consumption smoothing, with the household being the basic institution within which risk and resources are shared. The environment of households simultaneously is a cause of uncertainty as well as a counterpart in dealing with it. Households use multiple strategies/channels which may or may not be country/community specific. The conceptual framework guides thinking about the role, scope and type of government interventions and possible feedback effects to other smoothing channels. Public authorities can improve or disturb the functioning of particular smoothing channels or directly assist households in managing (specific) risks by social protection programmes.
